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The Buying of Merchandise 
Through Central 
Arrangements 


Puiuip J. REILLY 


If department stores are to meet the competition of the chains, they must enter 
into central arrangements such as those presented below. 


In the article which appeared nearly 
ten years ago in this journal’ outlining 
“The Case for Codperative Group Buy- 
ing,” the statement was made: 


Much has been said in recent years of the 
necessity for reducing the spread represented by 
the cost of merchandise and the normal expense 
of its distribution. Department stores sell in 
an ever increasing measure today against the 
direct competition of chain stores and the direct 
selling of manufacturers by means of door-to- 
door canvassers. That this pressure of compe- 
tition from other forms of distribution is felt is 
clearly indicated by the Harvard figures covering 
the operating expenses of department stores. 


What was true then is even more true 
today. In the intervening years there 
has been a larger relative increase in the 
operating expenses of department stores 
than is true of the chains. Part of this is 
due to the fact that independent stores 
of all kinds lost a larger percentage of 
their volume from the years 1929 to 1933 


1 See Philip J. Reilly, ‘““The Case for Coépera- 
tive Group Buying,’’ Journal of Retailing, 
January 1926. 
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inclusive than was lost by the chains. 

As a consequence, the ratio of retail sales 

to the total was increased by the chains 

from 20 per cent in 1929 to 25.2 in 1933.? 
The former article also stated: 


Commodities will always flow naturally from 
the manufacturer to the consumer through that 
channel of distribution which the public regards 
as the most economical, quality and service 
considered. Department stores will not long 
survive against other methods of distribution in 
this keenly competitive period if they fail per- 
sistently to strive for legitimate economies in 
buying and selling. 


During the depression years, although 
department-store expenses showed a sub- 
stantial increase due primarily to their 
large loss of volume, intensive study was 
directed to the elimination of all needless 
expenses. Despite this, the existing cost 
of overhead is such that the department 
and specialty store find they are faced 
with an increasing need for greater gross 

2 See Richard L. Roth, “Chains and Inde- 


pendents in 1933,” Journal of Retailing, April 
1935. 
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margins than was true before the de- 
pression years. 

The economy of buying practised by 
the chains has forced department stores 
to follow in some respects the methods 
of the chains by buying their merchan- 
dise through central arrangements. 
Three forms of buying through central 
arrangements are followed by many de- 
partment stores; i.e., (a) codperative 
group buying, (b) buying through pre- 
ferred resources, and (c) central buying. 


CoOPERATIVE Group BUYING 


Coéperative group buying is that buy- 
ing done by groups of experienced store 
buyers who are competent to select 
merchandise they desire from a compara- 
tive and objective examination of sam- 
ples submitted by various manufacturers 
as being truly representative of their 
product. 

Group buying rather than other forms 
of buying is practised by department- 
and specialty-store groups because the 
store buyer usually is charged with re- 
sponsibility for both buying and selling. 

Group buying is more difficult to de- 
velop than other forms of buying. Its 
success depends on the complete co- 
éperation of store buyers and in many 
cases they are reluctant to have their 
personal trading arrangements disrupted 
by patronizing the resources selected by 
the group. 

Group buying has the advantage of 
collective selection by those charged 
with the responsibility for the selling of 
the merchandise. 

Since this method of buying in the 
larger groups necessitates dealing only 
with the most reliable resources, merchan- 
dise bought at group buying meetings 
has had a record of having better con- 


sumer acceptance and, in normal years, 
selling with fewer markdowns than much 
of the merchandise bought by individual 
buyers alone without the benefit of group 
judgment. 

Marginal manufacturers who have 
been unable to sell in competition with 
other manufacturers at group meetings 
usually do not like this form of buying. 
They contend that the prices paid at 
group meetings establish the price level 
for much of their product and, as a 
consequence, they are unable to get as 
profitable a volume of business in compe- 
tition with resources which are success- 
ful in selling the groups. Although this 
is a perfectly natural position for 
marginal manufacturers to take, it has 
little if any validity as compared to the 
economy for the retailer of this method 
of buying. 

Since group buying involves commit- 
ments for a little longer period than an 
individual store buyer usually covers 
for, it can best be practised in a period 
where there is little or no danger of 
wholesale prices becoming lower before 
the total quantity covered for is sold. 
Otherwise, replacement costs would be 
lower than the group price and where a 
saving in price is the principal object for 
the group purchase this would not be 
realized. 

Another objection manufacturers (es- 
pecially those in the needle trades) 
advance toward group buying is that 
sometimes merchandise that is submitted 
at group meetings is given to competitors 
for copying purposes. While this may 
have been a valid objection in the early 
days of group buying, it has no validity 
today. The great majority of retailers 
practising codperative group buying has 
entered into an agreement with their 





we ST = we 


= =S SS GC mee oP Nat Ff ~~ aT or. Um CUS 


~~ nm 





MERCHANDISE BUYING THROUGH CENTRAL ARRANGEMENTS 67 


resources not to buy knowingly copies 
of original models. 

The copying of merchandise submitted 
to group meetings even in the early days 
of group buying was never as prevalent 
as the spokesmen for manufacturers’ 
groups led their members to believe. 
Wherever this was practised, the remedy 
should have been to refuse to submit 
offerings to the offending group rather 
than to endeavor to stop all group 
buying. 


BUYING THROUGH PREFERRED 
RESOURCES 


In the years 1930 to early 1935 when 
commodity prices were relatively un- 
stable, group buying in a number of lines 
was somewhat suspended. In this period 
another form of buying became increas- 
ingly important and is very important at 
the present. This is a form of selective 
buying from preferred resources. 

This method of selective buying paral- 
lels the method employed by many 
manufacturers in distributing their prod- 
ucts through selective distribution. In 
buying through preferred resources, the 
group selects those resources whose 
merchandise they feel will be most 
salable, competitively considered. 

Under this type of buying an agree- 
ment is made with the preferred resource 
to concentrate with him a larger volume 
of the group’s purchases than he could 
usually obtain unaided through his own 
selling efforts. Usually this volume is 
predetermined and the plan is intended 
to enable a resource to sell all units in 
the group at a lower selling cost than he 
usually would incur without the group 
arrangement. 

The central office of the group exerts 
its influence to have the selected resource 


given preferred treatment as against the 
many resources formerly used by the 
various units in the group before the 
preferred arrangement was entered into. 

This plan has the advantage of flexi- 
bility since the store buyer personally 
selects and usually buys only to current 
needs, thus avoiding the risks of over- 
buying in an unstable market. This 
plan of buying also depends for its 
success in codperative groups on the 
wholehearted support of store buyers. 

Although price advantage is the major 
determinant when a preferred resource 
is selected, other considerations may 
weigh just as heavily in determining on 
a preferred resource even where price 
advantage does not result. 

Successful arrangements with pre- 
ferred resources exist merely where an 
agreement is made to confine the product 
in the respective cities to the units 
represented by the group, it being known 
that noncompeting stores in other cities 
may be buying the product at the same 
prices. Such arrangements are entered 
into because the product when confined 
to one store is not subjected to the severe 
price competition of competing stores. 

Nonselected manufacturers frequently 
try to break down the support of pre- 
ferred arrangements by making offerings 
to store buyers that are more advan- 
tageous, for the moment, than the group 
resource offers. Some of these compet- 
ing offers are legitimate but many of 
them have for their purpose merely to 
lure store buyers away from patronizing 
the group’s preferred resource. This can 
be done by offering an item or two at an 
unusually low price with the hope of 
averaging prices on other items in the 
line so that the over-all price may in the 
long run be greater than the prices 
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offered over a longer period by the 
preferred resource. 

That the advantage of reducing selling 
costs is an important one to many 
manufacturers in highly competitive lines 
is attested by the fact that many co- 
6perative groups have had their arrange- 
ments with preferred resources renewed 
year after year. 

In particular lines another advantage 
of the preferred resource plan is that the 
buying group can make an arrangement 
with manufacturers to carry reserve 
stocks. This naturally is done under an 
agreement with the resource that the 
buying group will not discontinue sup- 
porting him until all such service stocks 
are consumed. Arrangements with the 
manufacturer to carry service stocks 
permit stores to operate on a smaller 
investment in forward stocks and, as a 
consequence, their turnover in such lines 
is increased. 


CENTRAL BUYING 


Central buying is that buying done by 
an individual buyer in a central buying 
office for two or more selling units in a 
group or chain. Central buying is 
practised where the function of buying 
is separated from the function of selling 
as it is in most of the chains. 

In department and specialty stores 
where the distances are great from the 
sources of supply, there has been a 
marked trend in the direction of delegat- 
ing to the resident buyer more of the 
buying power formerly exercised by the 
store buyer. 

Although central buying has been 
more successful on items of a staple and 
semistaple nature, such as sheets and 
pillow cases, towels, blankets, comforta- 
bles, notions, drugs, housewares, men’s 


work clothing, etc., in recent years its 
extension to style merchandise has also 
proved quite successful. Among the 
items which are being successfully bought 
by central buyers for groups of stores 
are silks, wash goods, ladies’ handbags, 
hosiery, women’s shoes, women’s under- 
wear, dresses, coats, millinery, furs, and 
men’s clothing. 

Central buying depends for its success 
on the competency of the central buyer 
and the degree of codperation extended 
by the store for which the central buying 
is done. 

Especially for those stores located 
some distance from the market, central 
buying has the advantage of eliminating 
frequent and expensive buying trips for 
the store buyer and in maintaining an 
even flow of merchandise that usually 
is not maintained when the buying is 
done solely by the store buyer. 

In the absence of central buying, open- 
to-buys must be sufficient to justify fre- 
quent market trips, especially for those 
buyers whose stores are located long 
distances from their sources of supply. 
Such open-to-buys invariably result in 
stocks being permitted to get at a level 
so low as to result in the store fre- 
quently being out of wanted merchan- 
dise. 

Just as important as the foregoing in 
the development of central buying, how- 
ever, is the growing realization of the need 
in department stores for better selling. 

A definite trend is in the direction of 
separating the function of buying from 
that of selling and of having the store 
buyers devote a greater part of their time 
to the supervision of their departments, 
customer service, and the profitable sale 
of the store’s merchandise. 

If the department store expects to 





Ww er tv — we 


VI a ew 





MERCHANDISE BUYING THROUGH CENTRAL ARRANGEMENTS 69 


maintain its place in the distributive 
field, it will largely be dependent on the 
improvement of its customer service and 
on its willingness to pay in the future 
just as generous incomes to those respon- 
sible for selling as were formerly paid to 
those who spend the major part of their 
time in buying activities. 

The object of all three forms of buying 
is the same—to buy more economically 
than the individual store buyer can, or to 
get some other advantage from the con- 
centration of buying power, such as the 
confinement of lines to the units of a 
group in their respective cities. Price 
advantage is obtained because of the 
larger quantity, especially when the 
group business can be placed in a period 
when the manufacturer needs it most. 


BUYING IN EUROPE 


During the last three years there has 
been a marked trend in Europe in the 
direction of buying through group ar- 
rangements. Among English depart- 
ment stores with branches in the 
Provinces, group buying, preferred re- 
source buying, and central buying are all 
practised. On the Continent central 
buying and preferred resource buying are 
resorted to extensively by the chains of 
department stores. 

Another interesting development on 
the Continent, however, is that chains of 
department stores have not depended 
solely on central buying and preferred 
resource buying to maintain their com- 
petitive position against the chains. 
Realizing that chain units can be suc- 
cessfully operated on a cash-and-carry 
basis, many department-store chains on 


the Continent have organized subsidi- 
ary companies under a different name 
from the parent company and are success- 
fully operating chain stores selling mer- 
chandise at limited prices. 

Thus, as volume is diverted from the 
department-store units to chain-store 
units, which is especially true in depres- 
sion years, the Continental department- 
store chains have placed themselves in a 
hedge position and in many cases find 
their limited-price chain-store units 
yielding greater profits on their sales 
than are obtained from the sale of the 
department-store units. 

Coéperative group buying, buying 
from preferred resources, and central 
buying are here to stay. In the present 
competitive situation department stores 
cannot afford to forego the advantages 
that can be obtained from the new forms 
of buying through group arrangements. 

No form of buying operates in all cases 
perfectly because of the human factors 
involved in the trading process. Indi- 
vidual buyers occasionally will take ad- 
vantage of a manufacturer and subject 
him to unfair cancellations, unfair re- 
turns, or unfair price pressure. Similar 
instances may occasionally develop when 
buying through group arrangements. 

The more important groups, however, 
are striving diligently to eradicate unfair 
trade practices in their relations with 
their resources since they are realizing 
more than ever before that it is just as 
essential to preserve harmonious trading 
relations with manufacturers as it is to 
render a satisfactory service to their 
customers. 
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Trends in Department Stores’ Lines of 
Goods and Services 


DonaLp W. HopGE 


Every merchant should be aware of the changes that are taking place in the 
relative importance of different lines of merchandise. All available data have 
been checked to ensure an accurate picture of the trends. 


The business depression and the 
growth of chain stores have focused the 
department-store merchant’s attention 
very closely upon his assortments of 
merchandise and services. The wisdom 
of retaining certain very unprofitable 
departments has been _ challenged. 
Other lines of merchandise have been 
pushed to the fore as means of attracting 
new sales and profits. 

By studying records of his own and 
other stores, the merchant can judge 
what merchandise is increasing or de- 
creasing in demand, and he can tell which 
lines he handles most profitably and 
efficiently. By a careful study of trends 
and by watching changes in merchandise 
carried by other retailers throughout the 
country, he can detect new demands. 


SOURCES OF DATA 


Much of the information needed by 
the retailer to keep abreast of long-time 
changes in consumer tastes and buying 
habits has been so widely scattered as to 
lose a large amount of its value. This 
study has brought together and supple- 
mented the existing data on trends in 
lines of department-store merchandise 
and services through: 

1. Extensive surveys of trade papers and 


magazines for lines added, dropped, expanded, or 
contracted. 


2. Analysis of the annual reports of the Con- 
trollers’ Congress of the National Retail Dry 
Goods Association for the period 1928-1934. 
Most attention was given to sales and profit 
figures; dollar sales were reduced to physical 
sales to determine the trends in actual physical 
volume; statistics from Federal Reserve Bank 
reports were used to supplement Controllers’ 
Congress figures. 

3. Interviews with resident buyers, and with 
merchandise managers, statisticians, buyers, and 
stylists in department stores. 

4. Questionnaires sent to 200 leading depart- 
ment stores of the country, 76 of which were 
returned. These formed the basis for the analy- 
sis of trends by geographical location and by 
approximate sales volume of the stores. 


Because the data obtained represent 
so many different viewpoints, analysis 
should provide an accurate and compre- 
hensive picture of past and present 
trends, and form a sound basis upon 
which to forecast future tendencies. 


STRONG AND WEAK DEPARTMENTS 


Tables I and II indicate the depart- 
ments which, according to statistics of 
profits, physical sales, and dollar sales, 
show the greatest and least development 
respectively. Departments with increas- 
ing profits and sales will receive even 
greater merchandising effort and pro- 
motion in the future; extremely unprofit- 
able departments with declining sales, 
unless they show promise of improve- 
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ment, will receive less promotion and a 
few may be discontinued. 

Rank according to profitability was 
derived from Controllers’ Congress 
figures. For each year, the eight most 
profitable departments in each of five- 
volume classifications were selected. In 
five years, therefore, one department 
might appear “most profitable” twenty- 
five times; the department appearing 
most frequently as one of the eight was 
given the rank of one, etc. 


contemplated additions, and only 97 
abandonments. The divisions showing 
the greatest additions of lines also show 
the greatest number of abandonments. 
Department stores are expanding from 
the apparel-piece goods stage into widely 
varying fields. They are not only “in- 
tensively” cultivating sales by promoting 
lines already carried, but they are “‘ex- 
tensively” cultivating them by attract- 
ing customers with entirely new lines of 
merchandise and services. 


TABLE I 


LINES SHOWING GREATEST DEVELOPMENT 


UUM OE WERWOUR Soci ei Soc ees eee ess 
Woolen dress goods...................0--0005 
COUR WEED BOOUS. . won ih cece cece seues 
NIE oo. G6 CaS ab a Wawa adh cess oenauwummn 
Ee eee ea a poe ka s.c alee sees 
Toilet articles, drug sundries................... 
be 


Sg ene has bak oe Sees sede eens 
Silk and muslin underwear.................... 
POPICONS GENT SHS... ce cece se eee 
NS ak aice's-+ 654050 NSe Fess eeUee Cian 
PORUIBESTICe GIOBBES. . . . .... ease od ceeden 
as card bina ghasateet es aus naeen 
RE ee rr er or Peery ie 
Aprons and house dresses...................... 
Maids’ and nurses’ uniforms................... 


CS ee 


Electrical household appliances 


Beauty shop, barber shop......... Serr. 
Basement millinery ........ Pen Fee e 


Rank Show- Rank Show- 


Rank ing Greatest ing Greatest 
According to Increase in Increase in 
Profitability Dollar Physical 
Sales, Sales,* 
1928-34 1928-34 
peer ha 13 ao — 
eee 12 — 6 
Serre: -— 7 
Bile fates --- -— 3 
Feuae ae 13 —: ~- 
epee 13 6 — 
‘Sakari — 8 —_ 
es wile 13 — — 
ye ee 6 — — 
Cranes 1 10 — 
Tere 2 - 5 
ARES 8 . 
ah 9 4 4 
Oe 7 5 — 
elite Sara _— — 10 
ee — — 8 
. ae a 3 2 
ve 9 — 
ee Re 4 2 — 
ieee 10 7 9 
neers 17 — — 
wee — 1 1 
1 eeeee 3 — — 


5 — — 


* Physical sales were determined by dividing an index number derived from the Fairchild index 
of retail prices into an index number derived from dollar sales figures of the Controllers’ Congress of 


the National Retail Dry Goods Association. 


Table III, summarizing the returns of 
the questionnaire, indicates that more 
lines are being added than dropped. 
There were 157 actual additions, 40 


The 76 answers to the questionnaire 
indicate that there is a definite trend 
toward increasing the range of prices 
and, consequently, spreading of mer- 
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TABLE II 
LINES SHOWING LEAST DEVELOPMENT 
Rank Show- 
fey, “Bae 
Less° Salen 
1928-34 
SUNN. 5 PUIG SOs ARUBA NLL. be — 8 
RN eis Aor ies Wak Ls coat Hem wuss cutleas! — — 
aks + sh ole’ 1 — 
Laces, trimming, embroidery.......................... — 1 
ie ge cel apa we gi ar ag aa ee ag — 3 
IRS Cle Ca EET a ou eS SP Dr La — 5 
DEES, Fortra. Volt. CU RS. AR -- 6 
ey Oe ON EOP tT eee 14 — 
Books and magazines...................00000 cece sees 13 — 
SII Sos og 60 es xo vs .0s bu So dos Be dtdlildbeh vec —_ 
INE Fee Ne a Sb dissin Gwe ten auseaes - — 
SE Sa ee ae — 
I eo een bath oiwias v's Hmcdie.e ~- 10 
ER, Co 0 9 ee 15 9 
TS Snag elon sy eee peesee sans 6 — 
Domestic floor coverings... ...............00e0eeeeeee - —- 
SII Gad i ce. UE eda DB lan ie wo ace iesin 2 2 
ET LT 6 
Electrical household appliances........................ 10 
SRR ee ee 8 ~ 
Miscellaneous house furnishings....................... 5 —- 
Pictures, framing, mirrors...................-.0...45- 4 7 
Radios, talking machines, records..................... 3 4 
Ee oo ee, eee eae 11 ~ 
Tires and automobile accessories.................... 9 — 
* Largest loss is ranked one. 
TABLE III 
CHANGES IN LINES OF MERCHANDISE HANDLED 
(Based on reports from 76 stores) 

No. 
ar a3 
ments ments Change cane, 
Added Dropped 1934" 

Piece goods (no change reported) 
Small wares 
Art department..................... 1 1 _— 
Knitting department................ 14 1 13 73 
Ee Aree 7 3 4 34 
Accessories 
Accessory shops..................... 3 -- 3 -~ 
Ready-to-wear 
American design shop.............. 1 1 0 - 
Girl Scout equipment .......... — 1 1 - 
Men’s and boys’ wear 
Boys’ shop.............. Teer ee 1 — 1 - 
Men’s work clothes.................. 1 _ 1 — 
PII A a hcasecececsec ses — — — — 


eee — 





Rank Show- 
ing Greatest 
ine in 
Physical 


Sales, 
1928-34 


Contem- 
Additions 


0, 
Depart- 
ments 
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; No. of Contem- 
Dorel. Depart Net — Additions 
ments ments Change Carried of 
Added Dropped 1934" Depart- 
ments 
Home furnishings 
EE ani en 660k 4 oss 6 AE 4 _ 4 22 5 
eS a — —_ — 28 1 
AS ree Serge re 1 — 1 66 1 
EN i Soak Se ORR a. 1 — 1 = —_ 
eck. wheriwad oder dant olay 2 _ 2 —_ = 
Home modernization................. 3 _— 3 13 1 
Interior decorating.................. 1 — 1 - os 
PTE vc acco cre besecceens 1 — 1 — a 
Lighting-fixtures shop................ 1 + —3 11 —_— 
Major electrical appliances........... 11 1 10 65 aa 
Mee NIB rc ayg se) a es hades adases 7 7 0 14 2 
RN NN os ess os shies a sins meins ee 2 6 —4 51 2 
Paints and wall paper................ 5 1 4 — — 
a eh gating gall Aareare ans Siar 2 6 —4 3 1 
Pictures, framing, mirrors............ 2 2 0 61 — 
PIS 6 15 0S. RIS. wee de. — 12 —12 14 — 
Se eee ee 3 3 0 68 _ 
Sewing machines.................... 3 _ 3 — _ 
| NE eT Pere eee ce 2 Ls —3 li 1 
Bargain basement..................... 2 2 0 57 
Cost and workroom departments 
er OS I 2 _ 2 — _ 
Ne ere ee ee 1 _ 1 — — 
IT ee eer ere a 1 — 1 —_ —_ 
Contract department................ 6 2 4 40 2 
Ee ie evs S484 55000 1 _ 1 — — 
Fur storage, repair.................. 1 _ 1 — — 
RIEL <..5oe 8 aVnacldwee Seva. _ —1 — — . 
Library (rental)... ......0.6...s000., 2 - 2 -- — 
Photo, portrait studio................ 5 — 5 — _— 
Ladies’ tailoring..................... 1 -- 1 —_ -— 
Optical department.................. 6 — 6 — 1 
SS Sr cas cceeiecewteties 6 1 5 — — 
Wee TNT 8 Si TA I 1 = 1 -— -- 
Food and drink departments 
IN BF osccn sad a ipfurseain 440: 014.86 1 — 1 59 3 
re 3 Y 1 61 2 
Ua We RE era Drawn BA 1 — 1 _ — 
Rs. eA Se aa 2 — 2 — = 
UNE oid 6h SSGS GUNG bene eh 4 2 2 55 2 
Groceries, regular................... 6 5 1 16 1 
Groceries, specialty.................. 10 5 5 28 1 
EET oo fac cine tot bes} soo. ceaet 4 F 2 9 2 
ts ea GC a SUuAhs $205 exec oh oss 5 _ 5 5 4 
Miscellaneous merchandise 
OE ee er tee eee ee —_ 2 —2 _ _ 
eee ee 1 _— 1 — _ 
a re ee 12 3 * 9 30 2 
IY 4654 usin tysge scenes 2 3 —1 45 2 
Tires and accessories................. 4 —15 —11 31 1 
Re Po ee eee eee 1 — 1 —_ - 
| 
; 
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chandising effort over a wider field. 
Forty-three stores reported that they 
had widened their price appeal since 1930 
to cater to a greater number of income 
classes, 23 had not widened their appeal, 
and 10 made no answer. 

In interpreting tables I, II, and III, 
it should be borne in mind that change 
within an individual store is limited by 
available space. Because of the exten- 
sive expansion programs of many depart- 
ment stores during the 1920’s, it seemed 
doubtful that space limitations would be 
reported by many stores. However, of 
the 76 reporting stores, 18 indicated 
they were hindered by _ insufficient 
space. Stores with sales volumes of over 
$10,000,000 and stores of the Far and 
Middle West were least limited. 


READY-TO-WEAR 


Since ready-to-wear departments are 
so universally carried in department 
stores, there are few additions or sub- 
tractions of lines of merchandise. The 
sales of women’s outer garments clearly 
refiect changes in style and buying 
habits. The aggregate physical volume 
has remained about the same, but de- 
partments such as popular-price dresses, 
sports wear, maids’ and nurses’ uniforms, 
blouses, and skirts have shown decided 
gains. Analysis of these gains indicates 
that fashion, social, and economic forces 
behind them ensure their continuance. 

A large neglected field for adding 
volume and profits lies in the subdeb 
twelve to sixteen apparel range. Girls’ 
undeveloped figures demand _ special 
proportions. 

A dual organization of dress merchan- 
dising seems to be a requisite for future 
success. Lower-priced dresses will prob- 
ably be made even less expensive by 
coéperative buying, efficient stock con- 


trol, display, and sales management. 
Better dresses will be merchandised to 
individual needs, with buying becoming 
a matter of personal care and selection. 
One of the great opportunities for better 
dress promotion is the American design 
shop, which has not yet been widely 
adopted, but may become more impor- 
tant with popularization of the idea, 
more knowledge about young designers, 
and restored purchasing power. 

While departments already mentioned 
may show rather large gains, there are 
indications that the majority of ready-to- 
wear departments will not be very 
profitable in the near future and that 
they will not show more than average 
growth. 


WOMEN’S APPAREL ACCESSORIES 


During the depression, smart acces- 
sories and trimmings were needed not 
only to complete homemade apparel 
ensembles, but also to brighten and 
make fashion-right the appearance of 
women who could not afford to buy com- 
plete new wardrobes. Because women 
have been educated to the fashion 
importance of accessories, there is good 
reason to believe that with the return of 
better business conditions accessories will 
show even greater importance in depart- 
ment-store merchandising. There is a 
tendency to establish small, specialized 
accessory shops. Because accessory de- 
partments are so universally carried, one 
expects and finds few additions of them. 


PIECE GOODS 


The business depression has been ac- 
companied by a great increase in home 
sewing and a resultant development of 
piece goods. In 1934, physical sales of 
woolen dress goods, domestics, and mus- 
lin increased to as much as twenty per 
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cent above 1928. However, silks and 
velvets declined slightly during the same 
period. Cotton wash goods, rayons, and 
linings declined about thirty per cent 
before the large gain of over twenty per 
cent in 1934. These departments are 
generally becoming profitable. Joint 
promotion of piece goods and ready-to- 
wear is a recent forward step. Since 
most stores carry these departments, few 
additions are being made; however, the 
lines are being extensively promoted and 
premise to maintain past gains. 

An increase in the importance of piece 
goods and home sewing might be ex- 
pected to have brought a corresponding 
increase in certain small wares depart- 
ments. Notions departments responded 
with increases in physical sales and 
profits. Part of the gains are due to 
additional selling of many items formerly 
found in house furnishings, gift and 
toilet goods, jewelry, and other depart- 
ments. 

SMALL WARES 

One of the departments: being most 
widely adopted by stores is the knitting 
department, often a division of the art 
needlework department. Fourteen of 
the 76 stores replying to the question- 
naire reported additions within the last 
three years. The tendency to continue 
practising an old art once it has been 
learned and the popularity of knit goods 
in sports wear point to still further expan- 
sion of this department. Toilet articles 
and drug sundries have made less definite 
gains, but the department handles items 
that are now considered necessities 
rather than luxuries. The umbrella de- 
partment experienced a fifty per cent 
decline in dollar sales between 1928 and 
1933. However, the fact that in 1933 it 
netted a profit in all but the smallest 
stores and was one of the best depart- 


ments in 1934 may point to a neglected 
opportunity which department stores 
are beginning to grasp. 

MEN’S AND BOY’S WEAR 


The physical sales of men’s clothing 
and furnishings have remained about 
constant since 1928. With the return 
of more favorable business conditions, 
the opportunity for more profitable 
merchandising of men’s wear is great. 
This view is supported by the fact that 
many of these departments began to 
show profits in 1933 and 1934; a few 
stores that did not previously carry them 
added them. That large dormant oppor- 
tunities exist for catering to boys is 
shown by the low turnover of this cloth- 
ing which requires frequent replacement. 


HOME FURNISHINGS 


There have been many additions and 
subtractions of home-furnishing lines 
during the 1929-1934 period. While the 
Controllers’ Congress has questioned the 
appropriateness of these lines in depart- 
ment stores, and they have generally 
been highly unprofitable, there is a 
tendency to add and expand them since 
they do absorb much of the store over- 
head. Of these departments, the major 
electrical-appliance department shows 
the greatest increase. It has been 
added in 11 stores and dropped in one, 
leaving a total of 65 stores handling it. 
This great increase is undoubtedly due to 
the opportunities heralded by the forty- 
six per cent increase of sales from 1932 
to 1933, and a similar gain in 1934 over 
1933. Less significant additions have 
been made of bath shops, paints and wall 
paper, and sewing machines. 

A definite trend is indicated toward 
abandonment of phonographs, and the 
never important line, pianos. Lighting- 
fixture shops, in spite of much trade- 
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paper publicity, have not met wide 
approval, only 11 being maintained in 76 
stores, and 4 subtractions having been 
made. The slight trend away from 
oriental rugs is not as large as might be 
expected in view of the constant heavy 
losses, declining sales, and predicted 
declining fashion. 


COST AND WORKROOM DEPARTMENTS 


The cost and workroom group, with 31 
actual and 8 more contemplated addi- 
tions, but only 6 subtractions, shows the 
greatest net increase. Eleven lines had 
increases and only one a decrease. Im- 
portant gains were made by photo and 
portrait studios, optical departments, 
shoe-repairing shops, and contract de- 
partments. The general profitability of 
existing department-store beauty and 
barber shops over the last 5 years fore- 
casted their increasing number. 


FOOD AND DRINK DEPARTMENTS 


The food and drink group showed a 
very definite tendency to increase. 
Thirty-six additions and 16 subtractions 
were made and 15 additions are contem- 
plated. All lines showed net increases. 
This group consists of two types of de- 
partments; one type sells food for con- 
sumption within the store, the other, for 
consumption outside the store. As res- 
taurants, soda fountains, and tea rooms 
are rather widely maintained, few addi- 
tions would be expected. Considering 
each line separately, the anticipation is 
correct; but taking them all together 
there is a definite trend toward their 
further adoption, in spite of generally 
increasing losses in average stores. The 
regular grocery field is largely untouched 
by department stores, only 16 of the 76 
stores carrying such lines. Additions in 
6 stores and abandonments in 5 indicate 
interest but little trend. Specialty gro- 


ceries, however, are found in nearly half 
the stores, and the comparatively large 
number of additions points to their 
greater development. The rush to liquor 
has not been as great as some predicted 
it would be, only 5 of the 76 stores having 
added it; general opinion favors little 
increase in its importance; however, 5 
more stores are contemplating its 
addition. 


MISCELLANEOUS MERCHANDISE 


In the miscellaneous merchandise 
group, fresh flowers showed a marked 
net increase of 9, 12 stores making addi- 
tions and 3 abandonments. The large 
number of additions and the fact that 
about half of the stores carry this line 
indicate its general acceptability for de- 
partment-store merchandising and show 
that for many other stores there is 
still an untouched opportunity. Fresh 
flowers are closely related to the acces- 
sory departments that have made sub- 
stantial gains, as shown above. 

Tires and accessories is one of the lines 
being abandoned most rapidly. Thirty- 
one of the 76 stores now sell them; the 
4 actual and one contemplated additions 
are overshadowed by the 15 abandon- 
ments within the last three years. Few 
stores under $2,000,000 sales volume now 
carry this line. With stiff competition 
from gas stations, automobile accessory 
chains, and mail-order houses, profitable 
operation seems unlikely. Luggage sales 
have reflected the decrease in travel due 
to depression. More travel, together 
with active promotion and clever styling, 
point to increased sales and profits. The 
operations of the sporting goods depart- 
ments show that the sport-loving Ameri- 
can people seek their recreation in sports 
requiring little equipment. A significant 
new tendency is to promote children’s 
“party shops” in the toy department. 
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Major home installations offer an 
enormous field to department stores, but 
merchandising of these lines is still in an 
experimental stage. Great interest is 
being shown in oil burners. Seven 
stores have added them and 7 have 
dropped them. Experience gained in 
handling oil burners will be helpful if 
department stores later sell air-condition- 
ing equipment. 

Air-conditioning equipment has been 
developed to the point where mechani- 
cally it is ready for the market, but 
prices are too high for mass distribution. 
Technical improvements and standard- 
ized production, just now being started, 
will lower the price. The field now 
seems to be greatest in the marketing of 
less expensive units which perform only a 
few of the functions of air conditioning. 
Department stores are lagging behind 
other agencies of distribution in capitaliz- 
ing on this opportunity. While sales of 
fabricated houses, recently introduced to 
the market through department stores, 
are not expected to be large, these houses 
provide very fine publicity and offer 
excellent opportunities for displaying 
home furnishings and related merchan- 
dise. 

GEOGRAPHICAL DIFFERENCES 

Changes in lines of goods and services 
handled by department stores show 
great similarity throughout the United 
States. There are a few noticeable 
differences, however. 

The East and the South lead in the 
contemplated additions of bath shops, 
and the East and Middle West lead in 
oil-burner activity and abandonment of 
pianos. The East has been slower to 
add regular grocery departments but 
quicker to add specialty groceries. The 
South leads in the number of stores 
considering additions of custom floor 


coverings and liquor, but these depart- 
ments are not widely carried. The 
Middle West leads in the number of 
bath shops and meat departments added 
and carried. The West has fewer orien- 
tal-rug departments but is leading in 
their addition. It is slower to add op- 
tical departments. The foregoing anal- 
ysis also applies about equally to stores 
of all sizes, with the following exceptions: 
The stores with sales volumes under 
$2,000,000 lead in the contemplated ad- 
ditions of bath shops and restaurants, in 
actual additions of fresh flowers and 
knitting departments, and in abandon- 
ment of candy departments. They carry 
fewer home-modernization departments, 
restaurants, tires and accessories, and oil 
burners. 

The stores with sales volume between 
$2,000,000 and $10,000,000 are adding 
relatively more specialty groceries, 
liquor, and major electrical appliances. 
They are most active in discontinuing 
tire and accessories departments. 

The stores with sales volumes over 
$10,000,000 carry relatively more spe- 
cialty groceries, oil burners, custom 
flooring, and lighting-fixture shops. 


CONCLUSION 


In conclusion, it may be said that 
department stores are making their 
position more secure by promoting mer- 
chandise in demand; they are widening 
their scope by adding new lines which 
attract more of both new and old 
customers. Keeping in mind the trends 
indicated by this study and modifying 
them in the light of all-important local 
conditions, the department-store mer- 
chant can better allocate promotional 
emphasis and select for his own store the 
major lines which it seems advisable to 
add or discontinue. 
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Family Budget Studies as an Aid to 
Retailing 


Lovis BADER 


A thorough knowledge of how people spend their income ts of great 
value to the merchant in setting his prices and in determining sales 


objectives. 


This article presents the more important findings in 


this field. 


The scrapping of the codes, the result 
of the recent decision of the United 
States Supreme Court, throws the re- 
tailer once again on his own individual 
efforts to codrdinate his purchases with 
his sales in such a way as to earn profits. 
The retailer again becomes as much 
interested in how the American income 
is spent as any other business man. 
Apart from an analysis of his own sales, 
what can the retailer do to acquire the 
necessary knowledge? 

There are a number of things one can 
do, without going to a great deal of trou- 
ble and expense. Records are available 
of population movements, careful es- 
timates have been made of the national 
income, and some attempts have been 
made to show how both are distributed 
over the country. While much of the 
philosophizing about these data has had 
to do with averages and those for the 
country as a whole, the individual mer- 
chant can resort to records which, with 
a little calculating, will give him the 
same information for his own com- 
munity. But these figures are not 
enough to say how income is now or 
may in the future be spent. Yet when 
these data are used in connection with 


family budget studies they become very 
illuminating not only as indicating what 
probably is going on but what is likely 
to take place in the near future. 

Family budget studies have not been 
given, by the business man at least, the 
attention they would seem to deserve. 
This may be because they are fragmen- 
tary, made at different times and for 
special uses, and their accuracy is fre- 
quently questioned. Nevertheless, when 
many such studies are surveyed they 
indicate, with a fair degree of reliability, 
certain trends in consumption of goods 
and services, the knowledge of which 
may be valuable to the business man. 


ENGEL’S LAWS 


Nearly ninety years ago the German 
statistician Ernst Engel, reducing such 
studies as were available by statistical 
procedures to uniformity, announced a 
discovery which has become important 
in the field of the economics of consump- 
tion. His study suggested that given 
enough family budgets certain trends are 
discernible which for his data he stated 
as follows: As incomes increase the per- 
centage of expenditures for food de- 
creases; the percentage of expenditures 
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for the miscellaneous items such as 
health maintenance, vacations, insur- 
ance, travel, education, and similar 
products and services increases; while 
expenditures for clothing, shelter, fuel, 
and light tend to remain at about the 
same percentage. 

Since Engel’s time many family 
budget studies have been made. A whole 


bibliography might be compiled, but a 
few of interest here in the United States 
are shown in tables I to IV following: 


1 See in this connection “Can We Find Out How 
the American Income Is Spent?” Journal of 
American Statistical Association, September 
1931, and “The American Family Income and 
Prosperity,” Jbid., Septeraber 1933. 


TABLE I 
AMOUNT AND PER CENT OF EXPENDITURES BY WORKERS’ FAMILIES IN ONE YEAR* 
$1,800-2,099 $2,100-2,499 $2,500 and over 
incomes tmcomes Incomes 
Goods and services phe aces Deller "Por Cont Dollae “Per Cont 
WOM ea eto: foe ie hn 626 35.7 711 34.6 859 34.9 
CS 5 5 Ss6vnk See vee es 306 17.5 384 18.7 503 20.4 
ee ee ee 231 13.2 284 13:4 260 10.6 
House operation............... 184 10.5 209 10.2 235 9.5 
Miscellaneous...............-: 404 23.0 500 24.3 608 24.7 


* U.S. Bureau of Labor Statistics Bulletin 357, Cost of Living in the United States, p. 5. 


TABLE II 


AMOUNT AND PER CENT OF EXPENDITURES OF MEMBERS OF UNIVERSITY AND COLLEGE FACULTIES IN 
NEW YORK CITy* 


: — Average Per Cent of Annual Bellar Per Cent of 
~~ ae ee on pc... Poy mmm A Expenditures 
Group with average salary of $2,500 
ha heal ss Denia aa a ola Ae 625 25 
CR ee er nen ne 250 10 
| Po are rer eres 700 28 
NE... occas someone ek eecs 1,271.50 50.86 230 9.2 
WUE Sic cates ksi one tenes eek 346.50 13.86 
Group with average salary of $4,000 
ey Seer 4 Sena cs Paes. Ss 880 22 
MESES C osu ec Mok ad Daeoons cy eames 400 10 
DR ele x Se PCRS Bess er een ses 1,000 25 
Miscellaneous, including savings......... 1,720 43 260 6.5 
Group with average salary of $7,000 
EE EOP Tee. er eee 1,750 25 
MS AC. Cee re Pace we eats snot eed 700 10 
SUBS PEs > Pee 1,435 20.5 
Miscellaneous, including savings......... 3,115 44.5 322 4.6 


* Quoted by permission from the unpublished manuscript of Dr. Otto Harris, How University 
and College Faculties in New York City Live (written in 1930). 
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TABLE III 


SELECTED STUDIES OF FAMILY BUDGETS MADE SINCE 1918 SHOWING PERCENTAGE OF EXPENDITURES 


FOR FOOD, CLOTHING, HOUSING, AND MISCELLANEOUS ITEMS 
Average Expenditure Percentage of Total 


ow Sota iotors) Food Clothing Housing Miscel- 
Farmers (2,886 families)*.................. Under 600-3,000 41.2 14.7 12.5 31.6 
Federal employees (506 families)f........... Under 1,200-3,600 32.6 11.6 19.6 30.0 
Ford employees (100 families)f............. Average 1,711.87 32.3 12.2 22.6 32.9 
Streetcar men (98 families)§............... Under 1,000-3,000 38.0 11.2 17.9 33.0 
Professional group (802 reports)§]........... Under 1,000-6,500 23.3 12.7 23.3 40.7 
East Side New York (252 families)**........ Average 3,968 29.0 11.0 15.0 45.0 
Minimum budgetsft 
Laborer’s family, 1926................... 2,010.72 32.3 16.0 22.8 28.9 
Clerical workers, 1925................... 2,234.44 28.0 19.5 26.5 26.0 
Suggested budgets....................4. 600-2,400 30.0 14.3 21.0 34.6 


* U. S. Department of Agriculture, Bulletin No. 1466, The Farmer’s Standard of Living, 1926. 

t U. S. Department of Labor, Cost of Living of Federal Employees in Five Cities, 1929. 

t International Labor Office, An International Enquiry into Costs of Living, 1931. 

§ Cost of Living Studies IV. University of California Press, 1931. 

{| Distribution of Expenditures and a Cost of Living Index for a Professional Group, Ohio State 
University, 1932. 

** Report of East Side Chamber of Commerce, The New York Times, March 15, 1930. 

tt A Family Budget, Metropolitan Life Insurance Company. 


TABLE IV 


COST OF LIVING AND DISTRIBUTION OF THE COST AMONG THE PRINCIPAL GROUPS OF GOODS AND 
SERVICES;* FIGURES ADJUSTED FOR SIZE OF FAMILYT 


so Fomiiess «Se Families «= 58 Fomiltesh «= S1 Families 

° ~ ° amiites amtuites amuites amiutes 

STU Tet test Dollars Pe olat Dollars Peta Dollars pf oo Dollars pe Pony 
| SA eee et a ae 1540 100.0 1450 100.0 1273 100.0 1811 100.0 
MESS Gh seca s a cacauuaons ce « 528 34.4 542 37.4 483 37.9 550 30.0 
ESTs Subs ale i eeweauus 172 11.2 170 «11.7 206 16.2 298 16.5 
SETS Sek wes ake is cUSeess 261 16.7 235 16.2 173 13.6 241 313.3 
Furnishings................. 60 3.9 69 4.8 32 2.5 87 4.8 
Household operation......... 258 16.8 222 =15.3 186 14.6 249 §=13.7 
Maintenance of health....... ; 93 6.1 67 4.6 42 3.3 82 4.5 
Advancement goods.......... 59 3.8 59 4.1 84 6.6 167 9.2 
Personal goods.............. 55 3.6 45 3.1 41 3.2 77 4.3 
Insurance, life and health..... 54 3.5 41 2.8 26 2:1 60 3.3 


* The Life Cycle of the Farm Family, Wisconsin Research Bulletin No. 121, p. 36. 

t These figures have been adjusted on the basis of the average size for the 267 families, 7.e., 4.4 
persons. Therefore, the average costs of family living for each stage are for a theoretical family 
composed of 4.4 persons. 

§ Preschool family: children under 6 years of age. Grade-school family: children 6-13 years 
of age. High-school family: children 14-18 years of age. All adult family: children 19 years of 
age and over. 
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CHANGES IN ENGEL’S LAWS 


It will be seen from these that some 
changes need to be made in Engel’s Jaws 
of consumption. The first two laws 
indicated above remain today sub- 
stantially as stated and for all sections 
of the country, but the percentage of 
expenditures for clothing, shelter, fuel, 
and light do not remain constant. They 
vary with changes in income, environ- 
ment, education, and occupation. Also 
it should be noted as incomes mount 
rapidly expenditures for food decrease 
and those for miscellaneous items in- 
crease sharply. 

Sufficient data are now in hand to 
indicate broad trends or averages of 
consumption which can be applied in 
specific cases. Each retailer could get 
the necessary population and income 
figures for his trading area, make allow- 
ances for environment, education, and 
occupations dominant in his community, 
and then make estimates of probable 
expenditures which should be of in- 
calculable value to bim. 


PRACTICAL VALUE OF FAMILY BUDGET 
STUDIES 


The estimates should show him, for 
example, how much the people of his 
town ought to spend annually for cloth- 
ing, not only clothing as a whole, but for 
specific items. A check on what is 
being spent in the local stores and par- 
ticularly his store will show whether or 
not the residents are spending in the 
town what could reasonably be expected, 
and whether or not he is getting his 
share. If not, then an inquiry could be 
started to discover the reason. Fur- 
ther, if other studies indicate that income 
per family is increasing, then calcula- 
tions could be made to indicate how 
much of the increased income may be 
spent for clothing, furniture, household 


appliances, and so on, with resulting 
preparation in advance both as to quan- 
tity and quality of inventory and just 
where to place sales emphasis to realize 
to the full the benefits of the improved 
income. 

Since people are dynamic it would be 
necessary to check on conditions every 
so often. Yet even with these data 
and the frequent checking of them there 
still would be room for some serious 
errors, because within certain limits 
expenditures change within each of the 
groups. For example, from a diet con- 
sisting largely of meat, potatoes, and 
bread we have gone to one consisting in 
greater measure of dairy products and 
fresh fruits and vegetables; again we 
have gone on a large scale from home- 
cooking to the restaurant and back 
again. Likewise, we have gone from 
cotton clothing to silks, and from trolley 
cars and passenger trains to automobiles. 
These changes are readily seen, after 
they have been made, but rarely are 
they discovered by the average business 
man as they are in process. The scheme 
and scene of living are too chaotic and 
blurred to be noted from casual observa- 
tion before harm results. 

The best procedure would seem to be 
to make periodic studies of family budg- 
ets and maintain a continuous process 
of compilation. Why cannot retailers, 
through their local organizations, keep 
a sample of family budgets under way 
all of the time and then at stated times 
make the necessary analysis and report 
the findings to the supporting members? 
Such fresh field studies taken in con- 
junction with studies of population 
movements and the rise and fall of in- 
comes ought to put the retailer in the 
position of making close estimates of 
consumption sufficiently in advance to 
conduct a profitable business. 
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Trends in Objectionable 
Advertising 


In connection with his study, Mer- 
chandising Under the NRA,! Professor 
Ronald S. Vaile of the University of 
Minnesota presents some _ interesting 
data on the trends of objectionable ad- 
vertising in Minneapolis. All the retail 
advertising in the Minneapolis Journal 
for one Friday of each month from May 
1932 to April 1935 was classified with 
respect to the following points: 


1 Filipetti and Vaile, “The Economic Effects 
of the NRA,” Studies in Economics and Busi- 
ness, No. 11. Minneapolis: The University of 
Minnesota Press, 1935. 


Use of superlatives 
Use of palpably misleading statements 
Use of comparative prices 


Advertisements that contained no one 
of these objectionable features were classi- 
fied as “good” advertising. The results 
by type of store are shown in figure 1. 
The aggregate figures showed 41 per cent 
“good” advertising in May 1932-1933; 
58 per cent, May 1933-1934; 59 per cent, 
May 1934-1935. 

A similar analysis was made of national 
advertising in The Saturday Evening 
Post from May 1932 to May 1935. See 
figure 2. 

It is interesting to note that there has 
been definite improvement over the 
three-year period. In clothing stores, 


FIGURE 1 


OBJECTIONABLE FEATURES FOUND IN RETAIL ADVERTISING IN THE Minneapolis Journal, 
May 1932-May 1935 
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only, no improvement was observed. 
These stores show an abuse of superla- 
tives and comparative prices. Depart- 
ment stores showed the most marked 
improvement. The advertising of food 
stores is least subject to censure, al- 
though in the last of the three periods 
they used more misleading statements 
than formerly. 

The author of the study attributes the 
improvement to three factors: 


1. The reorganization of the Better Business 
Bureau in Minneapolis in 1932 with active 
efforts in 1933 and 1934 devoted to improving 
advertising 

2. A decrease in extreme price competition 
about the middle of 1933, with a tendency to 
feature the same price as competitors rather than 
lower ones 

3. The NRA with its fair trade practice 
provision prohibiting certain types of misleading 
advertising. The improvement in national 
advertising perhaps should be directly credited 
to the NRA 


FIGURE 2 


OBJECTIONABLE FEATURES FouND IN NATIONAL ADVERTISING IN The Saturday Evening Post, 
May 1932-May 1935 
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Expense Proration and the Contribution 
Plan 


ELMER O. SCHALLER 


The pros and cons of expense proration and the nature of the new contribu- 
tion plan are summarized here. 


One of the most difficult and impor- 
tant merchandising, control, and man- 
agement problems in the field of retailing 
is the method of charging expenses to 
selling departments. Until recently, 
leading store executives favored the 
charging to each selling department of (1) 
all direct expenses incurred entirely by 
one department, and (2) the prorata 
share of indirect or joint costs. There 
is no question that direct expenses such 
as salaries of salespeople and advertising 
costs should be charged to departments. 
But the distribution of indirect expenses 
to selling departments is a problem 
meriting serious thought. The Contri- 
bution Plan of Mr. Carlos Clark, Con- 
troller of the J. L. Hudson Company, 
Detroit, providing for the charging of 
only direct expenses to departments is 
being widely discussed and is apparently 
gaining favor. The purpose of this arti- 
cle is to present the chief arguments for 
and against the proration of indirect 
expenses. 


ADVANTAGES OF PRORATING INDIRECT 
EXPENSES 


1. A knowledge of total expenses by 
departments is useful in setting a mark- 
up that will yield a profit and retail 
prices in line with specialty shops that 
bear all expenses directly. If total 
expenses of a department are unknown, 
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there exists no satisfactory basis for 
setting markup objectives. Although 
competition often fixes retail prices, the 
cost prices that a store must pay in the 
market can sometimes be adjusted down- 
ward. Proration, therefore, may be of 
some assistance in buying merchandise 
at the lowest possible cost. Proration 
also assists in determining the most 
profitable prices for private brands and 
exclusive lines of merchandise. 

2. Proration may lead to better con- 
trol over indirect costs. Indirect ex- 
penses charged to a selling department 
may be reduced to a remarkable degree 
by intelligent action on the part ofa 
buyer who is anxious to make a good 
showing in his department. Although 
proration is a useful tool in gaining 
buyers’ codperation, the opponents of 
proration argue that expenses may be 
controlled better at their source, func- 
tionally, than by selling departments and 
that buyers’ codperation may be gained 
by other methods. 

3. A departmental net profit figure 
may assist in making decisions in regard 
to expansion or contraction. 


DISADVANTAGES OF PRORATING INDIRECT 
EXPENSES 


1. Since all bases of distributing in- 


direct expenses rest partly upon esti- 
mates, they are unreliable. In spite of 
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earnest attempts to find equitable bases 
of proration and to develop logical units 
of measurement, the process of expense 
distribution is unscientific. In distrib- 
uting rent, for example, there is ample 
opportunity for disagreement regarding 
the relative value of different floors and 
locations on each floor. Distributing 
expenses on the basis of net sales is 
especially vulnerable. 

2. The distribution of expenses re- 
quires considerable time and expense. 
The Expense Manual of the National 
Retail Dry Goods Association provides 
for twenty different bases. Some stores 
use many more bases. 

3. The buyer is charged for expenses 
over which he has little or no control. 
Many indirect expenses involve manage- 
ment problems of a nonmerchandising 
nature, and therefore should not be 
charged against a buyer’s department. 
Rent, for example, may be thought of as 
a management problem. Although the 
buyer may in some measure be responsi- 
ble for the physical size of his depart- 
ment, the management of the store 
usually determines the area and the 
space-charge to be imposed on the 
department. 

4. Expense proration easily leads to 
a misinterpretation of operating results. 
A department showing a net operating 
loss may be doing so only because of the 
unfair and discriminatory methods of 
expense allocation. It is exceedingly 
dangerous to use such figures in deter- 
mining whether to expand, contract, or 
eliminate departments. 

5. A department operating at a net 
loss may actually be beneficial to the 
store, if the gross margin of the depart- 
ment covers its direct expenses and 
contributes something to meet indirect 
overhead expenses of the store as a whole. 

On the other hand, it is difficult to 
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appraise departments when indirect 
expenses are not charged to them. Some 
experts maintain that gross margin, 
which is regarded as an important figure 
in studying the performance of a depart- 
ment, is useless unless there is some 
standard against which it can be judged. 
The most obvious standard, if there is 
no departmental analysis of expenses, is 
the experience of the store as a whole. 
Such a standard is obviously faulty. 


THE CONTRIBUTION PLAN 


The Contribution Plan referred to is 
based on a separation of escapable and 
inescapable expenses. Expenses are 
classified into these two groups from a 
total store viewpoint; an inescapable 
expense is one that would continue to 
be incurred by the store as a whole 
in case a department were eliminated, 
and an escapable expense is one that 
would cease to exist under these circum- 
stances. According to the Contribution 
Plan, only escapable expenses are 
charged to selling departments. These 
expenses subtracted from the depart- 
ment’s gross margin result in the 
department’s contribution to the profit 
of the store as a whole. Inescapable 
expenses over which the buyer has very 
little or no control, consisting of rent and 
other indirect expenses, may be called 
management costs. 

One of the problems this plan raises is 
what constitutes escapable and inescap- 
able expenses. The following is a sug- 
gested classification of expenses on the 
basis of direct or indirect from the de- 
partmental point of view, or escapable or 
inescapable from the total store view- 
point. It is taken from the Proceedings 
of the sixteenth annual convention 
(1935) of the Controllers’ Congress. 

There is room for a good deal of 
argument regarding this classification. 
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Expense 
Administrative 


Occupancy 


Publicity 
Advertising 


Display 


Buying and merchandising 


Selling and delivery 


Direct or Escapable 
Taxes on merchandise 
Interest on merchandise 
Insurance on merchandise 


None 


(See footnote 1) 


(See footnote 2) 


Payroll of buyers, merchandise 
managers, assistants, and de- 
partmental clericals 

Foreign and domestic travel 


Payroll of salespeople 

Payroll of stock clerks 
Wrapping and packing supplies 
Salesclerks’ supplies 


DIVISION 


Indirect or Inescapable 

All payroll 

Taxes other than on merchan- 
dise 

All supplies, unclassified, travel, 
and communication 

Insurance other’ than on 
merchandise 

All professional services 


All items 


Miscellaneous advertising such 
as style shows and openings 
Athletic and musical organiza- 

tions 
Special features 
Advertising travel account 
Interior or exterior displays of a 
general nature 
Display travel account 


Payroll of outside buying office 

Domestic and foreign office 
travel 

Outside buying office fees 

All receiving and marking 


Payroll: general selling includ- 
ing floor managers and assist- 
ants, examiners, cashiers, 
wrappers, and packers 








Delivery cost 


For example, is the charge for the use of 
window space an escapable expense from 
a store’s viewpoint? 

It is interesting to speculate as to the 
effect on proration methods of the 
present trend to give the buyer of a 
department more authority and responsi- 
bility. It seems that this trend and the 


1 The following treatment has been suggested: 
establish a cost per unit, such as “‘line,”’ for all 
advertising produced. Into the total produc- 
tion cost charge such items as newspaper adver- 
tising, direct mail, shopping news, drawings, 
electros, cut or mat service, payroll of advertis- 
ing manager, artists, copywriters, and a fair part 
of the salary of the salespromotion manager. 
Charge each department with its share of the 


Contribution Plan go hand in hand. If 
buyers are to be actual heads of selling 
departments, then it is logical that their 
departments should be judged on the 
basis of the Contribution Plan or some 
other plan that recognizes the fact that 
buyers should not be charged with ex- 
penses over which they have no control. 


total production costs in proportion to the ratio 
of units used to total units produced. 

2 Window charge: charge for use of window 
on a per diem basis an amount which will in- 
clude all window-space costs. This does not 
involve an adjustment of total rent or total 
occupancy accounts. Should the amount of 
total charges to all departments exceed the 
total window-display cost, the amount of the 
excess is to be credited to other income. 
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Comparative Fabric Knowledge of Sales- 
people and Customers 


RiTtA WARSCHAUER 


Salespeople and customers each reported on ten samples of flat crepe and their 
opinions in conjunction with a laboratory report are presented in this study. 


The following study was undertaken 
for the purpose of discovering the amount 
of merchandise information the sales- 
person of piece goods really possesses and 
to compare it with the information pos- 
sessed by customers. One hundred and 
seven salespeople of piece goods and a 
group of 47 customers composed of 
younger business women were asked to 
judge and rate ten samples of flat crepe, 
each a different quality. The following 
form was filled out by each salesperson 
and a similar one by each customer. To 
obtain standards for grading the samples, 
the Edgerton Laboratories analyzed the 
ten samples and rated them. In deter- 
mining quality, the laboratory considered 
count, slippage, and content of the fabric. 
The ten samples ranged from cheapest 
rayon to high-priced pure-dye silk. 

The training departments and mer- 
chandise divisions of eight stores co- 
dperated in giving this test to their 
salespeople because they believed that it 
would make the people in the piece-goods 
departments aware of the basic content 
of the merchandise they were selling 
While the style angle is important, the 
quality of silk, its fiber, and weighting 
content are also of interest to consumers. 
The results of each group’s answers were 
compiled in a questionnaire which was 


sent to an interested individual in each 
store. The weakness thus manifested 
by the group in each store may beused 
by the training department in its educa- 
tional program. 

A valuable part of this survey is the 
information furnished by the 47 con- 
sumers who filled out a questionnaire, 
similar to the one illustrated. The 
ability of the customer in rating quality, 
in recognizing pure-dye and weighted 
silk, and in judging rayon and a fair 
retail price for each of the ten samples is 
thus manifest. 


PROCEDURE IN ORGANIZING THIS SURVEY 


Ten samples of flat crepe were pur- 
chased at retail in three department 
stores, representative of low, medium, 
and high price levels. Many sets of ten 
samples were prepared so that a number 
of salespeople and customers could be 
judging them at the same time. Each 
set composed of 10 samples labeled A, B, 
C, etc., to J was bound to make up a 
sample card. The samples were all black 
with the exception of one. A red sample 
was included to see whether its color had 
an influence in the judging of its quality. 

Each of the eight codperating stores 
had the questionnaires filled out by 
whatever method proved easier under 
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Stupy OF SALESPEOPLE’S KNOWLEDGE OF FLAT CREPE 
It is the purpose of this study to determine salespeople’s knowledge of quality in connection with 
silk and rayon fabrics. The information will be useful in checking your own knowledge and in 
comparing it with that of customers. The salesperson with the most nearly correct set of answers 
in each store will be announced and also the winner in the group of codperating stores. 


Salesperson’s MAME. ... sees cece ces cess Te et PEE Tere TET 
How long have you been selling silks or rayons? ........ years. 
Have you ever taken a course in textiles? ........ (yes or no). 

If yas, check where: Ina store ........ ;Inaschool......... 


Have you received instruction in qualities of silk and rayons while on the selling floor? ........ 
(yes or no). 


Study the set of ten samples given you and rate them below. Do not damage or remove any 
of the samples. In the second column below, put number 1 opposite the sample that you think 
is the best quality; put number 2 opposite the second best sample; number 3 opposite the third 
best, and so on, marking the poorest sample 10. In the appropriate of the two columns num- 
bered 3, check whether each sample is pure-dye or weighted fabric. In the appropriate of the 
two columns numbered 4, check whether each sample is silk or rayon. Incolumn 5, fill in your 
estimate of a fair retail price for each sample. 


1 2 3 4 5 





. Is the sample Is the sample What is a fair 
Sample By 10) R F —— — per 
(#1 the best) Pure dye? Weighted? Silk? pp tore 4 or cae 
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the circumstances. One store placed people at a time worked on the test in 
the questionnaires in the training office, the training office. Another store gave 
and permitted each salesperson an un- the questionnaire and sample card to 
limited amount of time to register his each salesperson on the selling floor, 
reactions. In another store four sales- taking a few from their jobs at a time. 
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INTERPRETATION OF TABLES 


The charts presented consider each 
contributing store as an aggregate. 
Thus all the questionnaires turned in by 
one store were recorded and tallied. As 
an illustration of how an aggregate rating 
of sample A was obtained (see table I), 
the rating for A on each questionnaire 
was added and the total was divided by 
the number of questionnaires. The 
average rating for sample A for the 
salespeople in S store was thus found to 
be 7.25. Since this figure ranked in 
seventh place among the ten samples, 
sample A for store S was rated number 
seven. Where two stores were tied, 
halves were used; thus 4.5 indicates that 
another store was tied with the store in 
question for fourth place. The average 
ranking for all salespeople was found by 
totaling all the individual rankings and 
dividing by their number. For sample 
A, the average placed the sample in 
sixth place, whereas both the laboratory 
and the group of customers rated it 
fifth. It is interesting to observe how 
closely both salespeople and customers 


agree with the laboratory ranking. The 
two groups seem to be equal in their 
ability to judge quality. 

The sample that caused salespeople 
the most difficulty was C; a combination 
of celanese and silk. It was rated fifth 
in the group of samples whereas the 
laboratory rated it seventh. The ap- 
pearance of this sample was deceiving. 
It appeared in handling to be a strong, 
serviceable, and smart looking fabric but 
the laboratory tests revealed its weak- 
nesses. It was of low count, and the 
yarns slipped badly. It combined the 
most favorable and unfavorable qualities 
of its constituent fibers, silk filling, and 
celanese warp. In table II, sample C 
also presented difficulty, being called 
pure-dye or weighted silk or weighted 
rayon. Only six salespeople out of one 
hundred and seven recognized the fabric. 
Of this number, three are connected with 
the store in which the sample was pur- 
chased. Since the tendency seems to 
have silk and rayon complement each 
other in fabrics today, the retail sales- 
person should be made more familiar 


TABLE I 
AVERAGE RANKING OF SAMPLES BY SALESPEOPLE IN EACH STORE AND BY CUSTOMERS 
(96 salespeople and 47 customers) 








Sample Labora. Fifth Avenue Stores Populer-Priced Stores “ball ‘ion Rankine “fom 

"Rating Ss er vay Poe ir og ole, Rating SMS “Rating . 
A 5 7 So's es ore 6 1 5 0 
B 8 10  &S 63 OO 14 F 8 0 7 1 
Cc 7 43 $ 3 5 $ 4 5. 6 5 2 8 1 
_D 9 6 mae ea SB 2-9 9 0 9 0 
E 6 8 9 6.5 7 at oe Se. 7 1 6 0 
F 1 2 2 2 2 oe 2 1 1 0 
G 4 3 3 § 4 es > eg 4 0 2 2 
H 2 1 7 1 ox. sway 1 1 3 1 
I 10 8 10 10 310 10 10 10 10 10 0 10 0 
J 3 45 4 4 3 2 wy 3 0 4 1 


Average deviation of average sample.................-...0ceeeeeees 97 60 
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TABLE II 
PERCENTAGE CORRECT FOR WEIGHTING OR PuRE-DyE CONTENT OF SAMPLES 
(107 salespeople and 47 customers) 
Semple a id Fifth Avenue Stores Popular-Priced Stores an ret for Porvontogs 
on Weighting Ss T U V W Xx Y Z Salespeople Customers 

A weighted 100 54 91 93 100 85 100 90 88 87 

B pure dye 100 36 86 100 874 96 81 54 82 72 

Cc pure dye 50 27 86 > FS °SM V2: 72 66 85 

D pure dye 75 9 23 74 75 100 36 45 57 15 

E weighted 50 81 91 86 100 65 90 90 82 87 

F puredye 100 81 100 100 100 100 100 100 98 70 

G weighted 100 72 82 71 75 81 100 100 83 75 

H pure dye 100 90 91 64 100 62 100 36 77 43 

I pure dye 100 45 68 86 75 92 45 63 73 62 

J weighted 75 81 68 79 75 77 54 8i 74 66 
Average percentage 

correct for weight- 

TE ates sult otis 85 57 78 83 86 81 77 73 78 66 
with this combination of fibers. The however, indicates the practicability of 


sample that caused customers the most 
difficulty was sample G which they 
placed in second place although the 
laboratory and salespeople rated it 
fourth. This was the red sample. The 
color seems to have been a factor in 
leading customers to overevaluate it al- 
though it did not mislead salespeople. 
A study of the table reveals consider- 
able difference among stores. The sales- 
people in the popular-priced stores, with 
one exception, rated considerably more 
accurately than those in the Fifth 
Avenue stores. It may be that the 
emphasis on style in the latter group has 
overshadowed the importance of a 
thorough knowledge of intrinsic values. 
It is interesting to note that store Z that 
rated most accurately was conducting at 
the time of the survey a course in textiles 
that was attended by all piece-goods 
salespeople. This store also led in ability 
to recognize the fiber content (see table 
III). However, it did not rank high in 
knowledge of weighting (see table II). 
The generally good showing of this store, 


giving salespeople more than a few selling 
points. A genuine interest in the compo- 
sition of the merchandise handled en- 
genders more enthusiasm and more 
effective selling ideas. 

Table II indicates the percentage 
correct in regard to the pure-dye or 
weighting content of the ten samples. 
In only two cases out of ten were the 
consumers more correct than salespeople 
in judging the pure-dye or weighting 
content of the samples. They proved 
66 per cent correct while the salespeople 
proved 78 per cent correct. The high- 
priced sample H, a pure-dye silk of a 
close weave, was considered pure dye 
by only 43 per cent of the consumers 
while 77 per cent of the salespeople 
classified it correctly. 

The pure-dye silk samples were gen- 
erally differentiated from the weighted, 
but the rayons, being cheap qualities, 
were considered in many cases to be 
weighted. The wiry feeling of rayon was 
confused with the wiry feeling of weighted 
silk and the error resulted. 
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The Fifth Avenue stores were not as 
correct in judging weighting as the 
popular-priced stores. Theyaveraged 73 
per cent while the latter averaged 80 per 
cent. The figures indicate that some 
stores are unable to recognize weighted 
silk, others unable to recognize pure- 
dye silk; some have a difficulty with 
more expensive fabrics, some with 
cheaper fabrics. But since the samples 
were such obvious examples of silk and 
rayon, no store should permit its sales- 
force to be incapable of recognizing these 
two types of fabrics. 

Table III illustrates the percentage of 
each group that named the fiber content 
of each sample correctly. Salespeople 
and customers seem about equal in this 


difference and the samples were obvious, 
the averages are particularly commend- 
able because no tests were employed for 
identification purposes other than handle. 
Again sample C was the most difficult 
sample for salespeople to recognize be- 
cause of its combination of celanese and 
silk. Almost half of the 107 salespeople 
were unable to recognize it. Salespeople 
seem to be more familiar with rayon and 
pure-dye silks than weighted silks, only 
82 per cent of which were correctly 
identified while 90 per cent and 89 per 
cent of the rayon and pure-dye silks 
respectively were correctly named. 
The accuracy with which 102 sales- 
people estimated the retail prices is sur- 
prising (see table IV). Although they 


TABLE III 
PERCENTAGE CORRECT FOR FIBER CONTENT OF SAMPLES 


(107 salespeople and 47 customers) 


Percentage 











Laboratory Fifth Avenue Stores 
 ecaililies: lina meat ak eae 
A. silk 100 0 73 100 
B_ rayon 100 9 91 100 
C celanese and 

silk 50 27 59 36 
D rayon 75 54 36 86 
E silk 50 27 59 93 
F silk 100 100 100 100 
G silk 100 63 68 86 
H's silk 100 81 95 86 
I rayon 100 90 100 93 
J silk 100 54 91 100 


Average percentage 
correct for fiber. . . 87 58 77 88 


regard. Except for the customers’ fail- 
ure to recognize sample D as rayon, they 
would have had a considerable margin in 
their favor. The percentages by stores 
vary from 58 per cent to 94 per cent with 
an average of 83 per cent. The Fifth 
Avenue stores average 74 per cent cor- 
rect, and the popular-priced stores 89 per 
cent. Although there was this great 


Popular-Priced Stores Correct for a 
W xX Y Z sla ple Customers 
100 88 100 90 80 96 
100 96 100 100 96 85 
75 52 54 90 55 72 
874 100 100 100 78 6 
100 77 100 100 76 94 
874 100 100 100 99 96 
623 85 100 100 81 98 
87} 65 81 63 80 89 
100 92 100 100 96 100 
75 92 100 100 90 100 
87 84 93 94 83 84 


deviated from the actual retail from one 
cent to $1.21, the average deviation for 
the whole group was $.24. For the 
customer group it was $.32. Customers 
tended to overestimate values and sales- 
people to underestimate them in relation 
to the actual price paid. There was a 
close correlation between the stores’ price 
policies and the estimate of value. For 
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TABLE IV 
ESTIMATED RETAIL PRICE OF SAMPLES 
(102 salespeople and 47 customers) 
Average , Average 
Sam- A cwyal Fifth Avenue Stores Popular-Priced Stores y= se —_ ng Devia- 
fie Retail da aia oe _ Esti- from Esti. Hom from 
ae oe T U rw 8 YY 8 eh see eet Pie 
people ers 
A $.74 §$.80 $1.13 $89 $.79 $.63 $.72 $.80$.61 $.76 $.02 $1.13 $.39 
B .89 .66 84 .90 72 .68 .62 .70 .54 71 .18 .82 .07 
C 1.00 1.14 1.19 1.10 1.05 .921.03 .93 .69 1.01 O01 1.11 Al 
D 4 1.33 1.08 .93 66 .67 .24 52 .50 63 01 .66 .02 
E 47 85 .94 93 oe a on! | 77 .30 .84 37 
F 1.50 1.99.1.63 1.65 1.70 1.301.60 1.791.04 1.58 08 2.15 .65 
G 94 1.41 1.64 1.17 1.13 .93 1.14 1.14 .87 1.14 20 1.12 18 
H 3.00 2.36 2.02 2.19 1.80 1.641.42 2.221.04 1.79 1.21 2.13 .87 
I 9 2:41: .78 .74 45 43 48 39 39 55 .16 49 10 
J 1.34 1.31 1.05 1.28 1.13 .93 1.00 1.21 .88 1.11 ae. 1.3% 41 
Average 
price per 
sample 
$1.09 $1.29 $1.17 $1.17 $1.03 $87 $.90 $1.04 $71 $1.01 $24 $1.22 $32 
CONCLUSION 


example, the most exclusive store in the 
group estimated the highest prices and 
the most popular priced the correct 
prices. The conclusion may be reached 
that the salesperson can be of assistance 
in pricing. An important example is the 
following. Sample No. H was _ pur- 
chased at $3.00 per yard; it was esti- 
mated by salespeople as retailing at 
$1.79. Sample F was purchased at $1.50 
per yard; it was estimated as retailing at 
$1.58. The testing laboratory rated 
sample F as first in quality and H as 
second, although their prices have an 
inverse relationship. The large devia- 
tions that both salespeople and custo- 
mers registered for sample H reflects not 
their error but overpricing of this sample. 

The Fifth Avenue stores overesti- 
mated the average sample while the 
popular-priced stores underestimated it. 
The average sample cost $1.09 per yard; 
the estimated retail of the average sam- 
ple was $1.01; Fifth Avenue stores esti- 
mated it at $1.21; popular-priced stores 
at $.91. 


In conclusion, it may be observed that 
piece-goods department salespeople seem 
to have only a narrow margin of ad- 
vantage over the customer group. 
Since the customers were not representa- 
tive of housewives, however, it may be 
that the typical piece-goods customer is 
even more familiar with the intrinsic 
qualities in fabrics than salespeople. 
Nevertheless, both groups exhibit a 
fairly high degree of technical informa- 
tion. The matters in regard to which 
stores should give particular training are 
the following: the distinguishing of silk 
from rayon; the recognition of acetate 
rayons, such as celanese; the recognition 
of weighted silks: and the importance of 
a balanced count of cloth to prevent 
slippage and poor wear. 

If such investigations should be carried 
out on a broader scale, both from the 
standpoint of numbers of people and 
kinds of fabrics studied, much would be 
learned to improve the merchandise 
training in department stores. 
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Psychological Testing in 
Department Stores 


The question as to the proper place, if 
any, for psychological testing in retail 
personnel work is still much unsettled. 
Some employment executives are fully 
convinced that a few carefully selected 
tests are invaluable aids both in employ- 
ment and in promotional selection. 
Many others maintain that the condi- 
tions peculiar to retail employment make 
objective tests both expensive and 
unreliable. 

In an effort to discover the present 
extent to which tests are being used and 
the opinion of personnel people as to 
their value, Mr. John T. O’Neill, a stu- 
dent in the New York University School 
of Retailing, sent out questionnaires to 
one hundred stores throughout the coun- 
try. Thirty-nine replies were received. 
This high percentage of returns indicates 
considerable interest in the subject. 

An. analysis of the returns shows that 
all but seven of the thirty-nine stores use 


Type of Test ; Use 
Selection 
Rank Executive Promotion 

and File 
Intelligence........ 22 10 20 
Performance....... 32 — 4 
Proficiency... ... 10 — be 
Knowledge........ 10 — 5 
Character........ _- — 
Personality .. . 


some form of tests in their selections for 
employment and promotion. The types 
used and their specific uses is shown 
clearly in the table. 

Over sixty per cent of the personnel 
people who replied to the questions be- 
lieve in the effectiveness of tests now 
available for selection, placement, and 
promotion work. Sixty-five per cent 
believe that testing is becoming more 
important in personnel work. 

Joun T. O'NEILL 
O. P. R. 


Winners in True and 


False Quiz 


In the July JouRNAL OF RETAILING, 
there appeared a list of forty statements 
in the field of retail accounting and 
control. Twenty were true and twenty 
false. Subscribers were invited to sub- 
mit answers and two free subscriptions 
were Offered; one to the former graduate 
of the School of Retailing wh submitted 
the most nearly correct answers, and 
one to a nongraduate. 

The winner in the first group was 
Theodore E. Braunschweiger, assistant 
controller, L. Bamberger and Company, 
Newark, New Jersey. 

The winner in the second group was 
R. G. Cortelyou of Tampa, Florida. 

Both of these men missed two of the 
forty questions. 








Book Reviews 


Color and Line in the Decorative Arts, by 
ELIZABETH BuRRIS-MEYER. New 
York: Prentice-Hall, Inc., 1935, 578 
pages. 

This book has been written in response to 
repeated requests for material pertaining to the 
application of the principles of color and design 
to merchandising. In her preface the author 
states the aims of her work as follows: first, to 
foster interest in color and design; second, to 
arrive at a real knowledge of the history and 
uses of color and design; third, to inspire and 
foster in the American merchant an apprecia- 
tion of the use of color and design. 

The material for this book was originally 
compiled for a series of lectures given in the 
New York University School of Retailing and is 
based upon the author’s experience as a designer 
and consultant. 


Textile Fabrics and Their Selection, by 
IsABEL B. WINGATE. New York: 
Prentice-Hall, Inc., 1935, 511 pages. 


The many new developments in the textile 
field and the increasing recognition of the 
importance of the consumer warrant this new 
text. 

As the author states in her preface, “In this 
book there is no attempt to train a student for 
textile manufacturing, rather there is an attempt 
to emphasize the selling points of textile fabrics 
which will make a retail salesman more intelli- 
gent, and to outline pertinent facts regarding 
textile merchandise which will guide the custo- 
mer in making the best selection for his or her 
needs. Accordingly, facts concerning manufac- 
turing processes have been presented only in 
relation to the way in which such processes affect 
the factors which customers seek in purchasing; 
namely, appearance, suitability, serviceability, 
becomingness, durability, style, comfort, care, 
sentiment, and price.” 

This book is the outgrowth of ten years of 
experience in teaching textiles at the New York 
University School of Retailing and of much 
practical work in dry goods, specialty, and 
department stores. 


Retail Price Cutting and Its Control by 
Manufacturers, by ALBERT HARING. 
New York: The Ronald Press Com- 
pany, 1935, 240 pages. 
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The abandonment of the NRA codes makes 
the subject of price cutting and price mainte- 
nance a topic of primary importance. Hence 
Retail Price Cutting and Its Control by Manu- 
facturers by Dr. Haring of Lehigh University is 
a book of vital interest to retailers of all types, 
from the smallest to the largest. 

The author is not concerned with the moral 
and ethical aspects of price cutting. Instead, 
he reduces the problem to a practical matter of 
dollars and cents and shows the effect of different 
price policies on sales, profits, and good will. 
In addition to the economic and the social 
aspects of the subject, he discusses comprehen- 
sively the legality of price maintenance. This 
book should be on every retailer’s ‘‘must read”’ 


list. 
C. M. E., Jr. 


She Strives to Conquer, by FRANCES 
Mave. New York: Funk and Wag- 
nalls Company, 1934, 298 pages. 


Every young woman entering business 
whether she be a high-school student or college 
graduate is advised to read She Strives to Conquer, 
because it serves as a guide to the personal 
problems and social conduct as accepted in the 
business world. 

The first part of the book discusses business 
behavior and the second part presents oppor- 
tunities open to women. 

The book merits approval of psychologists, 
yet it is written in such an easy style with so 
many concrete illustrations that it is entertaining 
while being instructive. Attention is given to 
every phase of personality—physical, ethical, 
and emotional. Requirements of department- 
store work are especially stressed and quotations 
are given from interviews with personnel execu- 
tives in New York City stores. 

With a third printing in April 1935, this book 
has proved of inestimable value to teachers 
seeking authentic and practical material to 
include in such courses as Personality Training, 
Social Forms, and Human Relations. 

G. G. 


Elements of Marketing (revised edition), 
by Paut D. ConvERSE. New York: 
Prentice-Hall, Inc., 1935, 985 pages. 
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Converse’s Elements of Marketing, first pub- 
lished in 1930, has been accepted by teachers 
and students of marketing as a standard text 
and reference work in the field. The additions 
and improvements that now appear in the new 
revised edition are heartily welcomed by those 
familiar with the merits of the older edition. 

Since 1930, many important factors have 
exerted fundamental influences upon marketing 
practices. The Census of Distribution taken in 
1930 and the Census of American Business 
taken in 1934 made available statistical data of 
great value. Governmental legislation and a 
renewed attention to the consumer have given 
a new slant to marketing methods. 

Mr. Converse, in addition to bringing his 
material up-to-date, has rewritten much of his 
book, has rearranged the sequence of the chap- 
ters, and has added new ones. Readers will 
find this revised edition admirably complete 
and worthy to take the place of the old text. 

O. P. R. 


Retail Price Behavior, by John H. Cover. 
Chicago: The University of Chicago 
Press, 1935. 

The Central Statistical Board appointed in 
1933 a Federal Interdepartmental Committee on 
Retail Prices to make sample studies. The 
purpose was to develop a basis for adequate col- 
lection and analysis of retail prices. 

A surprisingly large variation in prices was 
found in different kinds of stores, and for differ- 
ent types of operations, services rendered, degree 
of competition between chain and independent, 
and location with respect to central shopping 
areas. A list of 631 items, classified into 
seventeen commodity groups, is suggested as 
providing an adequate sample by which to 
measure price changes. 

The marked variations in prices and in price 
movements at different points make one in- 
creasingly skeptical of the significance of gen- 
eralizations in regard to retail prices. 

J. W. W. 


The Economics of Clothing and Textiles, 
by William H. Dooley. New York: 
D. C. Heath and Company, 1934, 
683 pages. 

The Economics of Clothing and Textiles is 
written by the author of two rather well-known 
books: Textiles and Clothing and Style. His 
knowledge of textiles and his experience as 


principal of the Textile High School in New 
York City qualify him to write on his chosen 
subject. 

The book is intended to be a text in high 
schools for courses in economics, salesmanship, 
and merchandising. It is based on the con- 
tention that many students completing the 
traditional high-school or college course in 
abstract economics are unable to recognize the 
application of economic principles in the every- 
day work of the business world. While its 
main value is to numerous high schools in the 
East specializing in textiles, it may be useful to 
any educational institution, as it applies the 
principles of economics to a great representative 
industry and has a practical value as part of a 
liberal education. 

Although this text has a few technical 
errors, it contains many sections of unusual 
merit. The discussion of the consumption of 
clothing and textiles is excellent. The Census 
figures and the science of family budgets are 
analyzed in an understandable manner. Mr. 
Dooley says that people spend from 10 to 15 
per cent of their income for wearing apparel. 
About 70 per cent of the clothing budget is 
used for outer clothing, 20 per cent for under- 
clothing, 5 per cent for accessories, and 5 per 
cent for care and repairs. The sections on the 
protection of the designs and cost accounting 
applied to clothing are splendid. To the re- 
viewer, the most interesting statement was that 
“system is what one actually requires to transact 
business efficiently, and red tape is the system 
borrowed from another factory or organization.” 

E. O. S. 


Government-Operated Enterprises in the 
Panama Canal Zone, by Marshall E. 
Dimock. Chicago: The University of 
Chicago Press, 1934, 238 pages. 


This book is an unexpected source of factual 
information on America’s only experience with 
government-operated department stores. While 
most of its pages are devoted to the railroad 
and shipping phases of the governmental con- 
trol and operation of business in the Canal Zone, 
the appraisal of the Commissary Division in 
Chapter VI on Business Services of the Corpora- 
tion is of particular interest to those who are 
considering the government-owned corporation 
as a means for the control and administration 


of commercial enterprises in this country. 
E. O. S. 
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Editorial— Cooperative Buying Efforts 


The sluggishness of department stores 
in undertaking group and central buying 
is an example of the individualism of the 
typical buyer and his unwillingness to 
enter into any arrangement that limits 
his freedom of action. There has been 
much talk of meeting chain competition 
but the most effective means—the cen- 
tralization of merchandising efforts—is 
the one method from which department 
stores shy away. 

The furor created in the last ten years 
in regard to the alleged paramount im- 
portance of fashion blinded the eyes of 
many to the large amount of strictly 
staple merchandise to be found in every 
line of goods, not excepting such depart- 
ments as women’s outer apparel. Goods 


having practically identical characteris- 
tics are in demand in all parts of the 
country, yet the buyer is ever referring 


to the unique nature of his clientele. 
He will readily admit the uniformity of 
customer demand elsewhere, but con- 
tends that his merchandising problem is 
peculiar and distinct. 

There is a crying need for more empha- 
sis on the manifold similarities of custo- 
mer demand and less on the differences. 
It is true that every clientele does exhibit 
certain peculiarities and that, in the 
field of high fashion merchandising, 
offerings must be fitted to specialized 
and unusual demands. And yet in all 
these communities the basic demands 
are almost the same. The buyer is 
simply rationalizing in defense of his 
absolute freedom in selection when he 
argues that the styles in demand in other 
stores of his type and in the appropriate 
price ranges will not do for him. 

The case for group and central buying 
of staple merchandise has been amply 
proved. In brief: 
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1. Price savings are realized through quantity 

orders. 

The styles chosen meet better standards 

of quality and design than would be ob- 

tained by all except a few of the group of 
buyers working independently. 

. The buyers are freed of a great deal of 
routine work and are enabled to devote 
their attention more fully to salespromo- 
tion and the selection of those stocks in 
regard to which local demand is admittedly 
different. 


2. 


Yet when a group of store buyers meet 
to select such an item as a boy’s blouse 
for common purchase each roundly sup- 
ports his pet resource, and even if surface 
agreement is reached only minimum 
orders are placed and the favorite lines 
are continued. 

Such differences are more in the minds 
of the buyers than in those of the custo- 
mers. The former have grown up in a 
false atmosphere of individualism. They 
are still “opera stars” of intuitive ability 
whose judgment must dominate the show 
and to whom codperation is a sign of 
weakness. 

Underneath it all is a dread of losing 
caste, a fear that through codperative 
efforts they will lose their place in the 
sun. 

It is high time that merchants brushed 
aside the spurious arguments of the 
isolationists in their organizations and 
insisted that the advantages of codpera- 
tion and centralized buying efforts be 
realized in their stores. 

And, incidentally, few buyers would 
find their opportunities for independent 
action seriously curtailed. The needs 
for special merchandise and for more 
planning and promotional efforts would 
occupy their time more profitably and 
more interestingly. 

J. W. W. 





